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In Pr @:esis With Russia

Astoclated Press

Commerce Secretary Peter
G. Peterson said yesterday
he sees great promise in
Joint U.S.-Soviet projects to
develop Russia’'s vast raw
materials and enerzv re-
sources with American loaps
once a trade agreement is
signed.

These joint ventures to
extract gas, oil. platinum,
timber and oiher resources
could be-potentially thie sin-
gle most important product
of tne trade pact currently
being negotiated, Petcrson
said in a report on ine tatks.

Petecson, American chair-
man of the joint trade com-
mission working on agree-
ment, said that many diffi-
cult issues remain to be set-
tled. But he sounded gener-

‘with the U.S

ally optimistic on progress’
of the negouations.

A comprehensive trade
agreement would be advan-
tazeous to hoth economies,
he said, the Soviet Unicn re-
ceivinz U.S, pizh-technolozy
gnods and know-how and
. ZarnerinZ a {a-
vorahle trade halance and
receiving access to Soviet
raw materials.

The secretary said that
agreement on the size of tne
Russian World War IT ijend-
lease debt to the United
States remains a central and
¢ifficglt issue that may have
to he resolved by the heads
of both countries. N

The United States is re-
fusinz new credits until the
old debt 1s scttled.
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ECONOMIES COMPAHED — Percentaces ahove are
estimates, rather than exact measurements, used vester-
day by Secrelary Peterson in report on Soviet eronomy,
Though omtpredacing the U.K. in steel and cement,
the U.S.S.R, is behind in modern-technology items.
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Investment Guarantees Q-ob

2 New Plank ih iy

In Soviet Trade P

By RICHARD LAWRENCE
Journal of Connmerce Staff

WASHINGTON, Aug, 14 —
The ‘“compreiiensive’” eome-
mercial agreement the admin-
istration is de inr with
Moscow may inclu
far unpublicized pizpks —
U.S. Government guarantees
for American invesors in the
Soviet Union and substantially
relaxed U.S. export contvols.

Neither propesal has been
publicized by the adminis-
tration, but, insiders report,

both are among Cammevce
—

e

Sporetary Peta=i-ois nosoliat-

ing inscruciions.
Jusurance Essential

Insuranze for U.S. bus
invesidng in the Soviet Ualom
is regarderd as probhabiy eson-
tizt to
which U.S. { te""’l up
Soviet entarprize in uvawral
gas, oil or the e\t!o* ation and
processing of other Sovie! nai-
ural resaurces.

If the twon governments
reach an understarnding
vestment, President Nixon, it
is virtualiy certain, wil ask
Congress for authority to un-
derwrite the American  ine
vestors, for both poiitical and
commercial risks, iniormed
sources here say.

The iavestment dinsuvance
would be administered by the
Overseas Private Investment
Corp. (OPIC), a U.S. agoncy
that aircady covers American
companies throuthout most of
the underdevelonpd werld, pius
Romania and Yuzoslavia,

In asking OPIC coveraze for
the Soviet Union, the Presi-
dent may phrase the raquest
sa that OPIC also could oper-
ate in other East IKuropcun
naticns, such as Poland, and
perhaps  even, semeday, in
Mainiond China. .

‘Backgrousd” Repart

Secredary Peterson, o is-
sting a new Cbackoreund” ro-
port today on the U.S.-Soviet
eammercial talks, said he he-
lieves that joint projects be-

tween U.S. business and the
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Soviets are ‘‘potentially the
single moest important prod-
uct” emerging from tiie nego-
tiations. .

Gas projects, he suid, are
“likely to be the largest” joint
prejaets. hut he alss foresnw
U.S.-Soviet veniures in «il,
playnum, .2duum, eopper,
chrone, zine, and tmber. as
wi, incmanuitetures sueh as
iizer, farm implements
and celiuiose.

“1 ‘eﬂ great promise 1n this
whoie a r0j2
he :J.d Ear
ers. mat Pv‘e-

ed 'r"

r he toid ._pcrt-
ient Nixon n\.fl

CZID. WOTK

vestmenis. Altheugh Mr. Pe-
terson  did not deiine  the
framework, it is undersiood to
involve U.3. Go\e'pmem in-
vestment insurance.
Mr. Pctersun, in tods _\, ‘s re-
-X

ts alone coud req .e com-
sital inputs in excess

On cxport contrel, the com-
merce secretary reiterated
‘that the administration posi-
tion is that the controls are “‘a

national security maiter and

ot subject to negotiation.”

But sowrces here pradict
that if and when a U.S.-Soviet
commercial pact is nego-
tiated, the U.S. probably will
relux its curbs on shipmenis
to the Soviet Union.

Possibiv, the goverrment
will liberalize the Soviet con-
tro's cioser to levels applied to
Poland or Romania, or, it is
su~eested, it may agree to a
further relaxation of inter-
nationai *COCOM'" rules,

The COCOM (Coordinating
Committee for Export Con-
trols) commodity contvol list
is the buase for the export con-
trol policies of the NATO
couniries pius Jupan, The U.S.
traditionally had applied the
toughest controls, its own
commedity list including over
o200 items not on the COCOM
list.

- uncertainny”’

In today's report, Mr. Peter-
son noted that the Soviets ‘‘ob-
jeet’” to the controls, as they
prevent Moscow from obtain-
ing goods it needs and also be-
cause ‘they cause *‘delay and
for Soviet pro-
duction planning.

Mr. Peterson also noted that
the U.S. controls are being
“constantly reviewed to re-
flect chanzing cempetitive cir-
cumstances. . . ."" Past U.S.

controis, he conceded. huave

been “anahronistic,” keeping
U.S. business from getting ~a
piece of the (Sov xet) action.”
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W Promise’ Seen by Peterson

InOperations by Comparnies
5» A :

Shaial to The New Yorvg Tomes i

\"AbH‘\uTO. =. l4—! Ho said three Amcrican com-
~ooor _Gopanics were presendy engaged!

D N@din taiks with the Russians cn;

> in L"P ‘"sibie ventures 10 e\por:
po;tlbmfv of ‘ed natural gas to thel
panies e""'"" n ] ne oompany,}

tures with S~ -'.::s.l Gas Com-?

expioit the Savier Unwn
tapped en2rgy and
terials, such

raw
2s naturzl zis, ol

‘naer, crame, zine

(e}

in mn st r noes
tion cndorsement:

B MO g

ye 3 ;

venures Iy tin2 or '; t'mv
Unioa could fi He mean : ueficd "95 to the!
pay for iis awdtipated lar erie ast Coasi via m.e»
scale increeses in ImoGris {rom gnrt of j{ur::a:}sf—;_ :
this country. Mr. Peterzon said In adaiy _\(;_ pgzergon=
it was necessary 0 inosaid, thers ussiens
“large  and  unconvention Uwith tha By
terms."” : : to the Uni lt.d bta:e

Mr. Peterson's vizws m because «
containad .n a ii'f‘.?_tf Y at me Lg[ in ‘q xpo'l t

on his recent visit
Union that was re

It was cailed "C the neaded. caoirai for',
mercial Relationsi ventures. The natural-i.
Era,” and, in add ventures  would  reguire:n
commzaats, contat inpuis of thani
tory material and E : ’.,n, "\l DPora i
the Soviet economic s¥siem.  This would axcond

Ina telephone interview, Mrips tha Lnited
Fetarson expanded on his re- _.1~f'3 Export-lin
port to disclose that the t would reauire pm'ate
States was givinz cons 2t oas weall
?t.“‘r‘“o“ 0 the possiviity of i Uhis repore, Mr. Petérson
joint ventures to eanicit ths poiag many Of

the questions:
Soviet Union’s vast ratural gas : !

reserves in western Siberia.

onPage 36, Column 4 ;

.Continued

From Page 47

0
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o
et §
L
o
29

were banz asked mnow

Low much of a return
,3houid Amarican companies re-,
i t recourse would.
Ans: a failure of
to live up to;

g, i sm‘.:::.—_-, ne saf

i Heve that thes

. ti-e
=aria 'lt ppo(lu-

mercial reia-
ch the two
wes  in the

moA.r' ea cn ad LSL their ways

Lig mu-

heviiindn. 46 o ‘!T"X‘!n‘. "

fiigs

pos ,mDIe-

i-x Mos-

BTG 2T

/3

proved, largely because of the
inability of the two sides so
far to compromise differences
lover tiie Soviet Union's lend-

lease debts during World
War 1II )

He gave a very optimistic
outloox however, for Iong-

l*a"": prospects on trade tased
‘cn mut:.J berefit 10 the two
couatries, ’I‘re Russians, in re-
‘cent weeks, have al'eaf‘v in-
ated that thay will buv Sl-
billion worth of agricuitural
iproducts  over the next 12
|months, and kave beex pur-

T ey
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- P In the world l
l»‘ Peter G. Peferson, the Secretary of Commerce, said he
A sees great promise in joint U.S. Souet projects to develop
’ Russia's vast raw materials and energy resources with Ameri-
- can loans once a trade agreement is signed .......... Page Al
v B o SECRETAR& PET TERSON

"« .. hopeful on accords

Vad

b e o e e ke s

] © -§ O « |
[

big ciled
U.S. looks to

on raw goods

Washington P Tha Socre-
tarv_nf Comumerce, Poror (5.

DS inione said vesicrgay that
he sces great promise in joint

develop Russia’'s vast raw ma-
terials and energy resources
with American loans once a
trade agreement is signed.
These joint veniures to ex-
tract gas, oil. platinum. timber
and otnher resourccs could be
potentially the sin<ie most im-
portant product of the trade
pact currently: being negoti-
ated. Mr. "Peterson said in a
report on the talks.
Mr.  Peterson,
chairman of the joint trade
commission working on the

ficult issues remain to be set-

.itled. But he sounded generally
.| optimistic on progress of the

negotiations.

helping Soviet

United States-Soviet projects to.

American’

agreement, said that many dif-*

' AAdvanta"es to both
R

A comprehensive  trade
'acreem nt would be advanta.
lgeaus to both economies. he
said. with the Soviet Union

a;receiving U.S. high-technology

!goods and know-how while the
t: U.S. would garner a favorahle
.itrade balance and receive ac-
v.cess to Soviet raw materiais.
| The secretary said that
.;agreement on the size of the
{' Russian Werld War II lend-
yilease debt to the U.S. remains

*,& ceniraland difficult issue that

may have to be resolved by the|

Jheads of holh couniries.

| The United States is refusing’.
' new credits until tbe oid dedt ¢

lS settled,

| Mr. Peterson said the US.:

icruld not afford to !».oep its
-higi-iechnelogy products from
Ithc Saviet Union hecause Rus-
isia can easily buv these items:
[from other countries. i
i “There conies a point at
;which we must face the fact:
fthat busiress is business,” Mr. .

Pefc“o.l wrote.

1 would require iminense :
jamgunis of LS capital that
iwould stretch the lend; ng ca-
{pacm of the Export- lm'\ort
i Bank. The role of the pank’
itself may have to be changed
| to take care of the new situa-
ition, Mr. Peterson said.
| He said his talks with Ameri-
ican private financial sources
' Sce TRADE, A2, Col. 3 ©

. aYy

!
'

mmt projocts with the Saviet L

“indicate that they are reluc-1f
tant to make capital commit-
ments on this scale with the
Soviet Union without adequate
assurance of a good return.
i Perhaps we will need to de-
;velop wholly new types of
credit institutions.” .
As for American credit, he
said the Soviet Union has re-
peatedly sought easy terms.
such as 2 per cent interest
over 10 vears in the case of
exports of American grain.
The - Russians even‘"ally
agreed to a higher rate of
interest. he said. adding that
he hopes this has br0e\en the
‘deadlock.
i As for the wartime debt. Mr. I
Peterson said the Saviet Lmonl
holds that the debt is not debt
in the conventional sense” —-'
ithat the war material ptouded '
'them was a conirihution “'to a'
 mutual war effort and that[
thev paid in blood what we!
ipaid in war materiel. They!
’Sowet Union suffzed the loss
rof more than 20 muuon lives in
Ithatv\ar o

Ce

-

-
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Saturday, Aug. 12,1972

THE WASHINGTON

Ehe dvashington Jpst

Times Berald

POST

By -Carroll kilpatrick

Wastingion Post Staft Writer

Secretary of LoameTee
MY’""‘FMW [RITRRL AN R
day hinTTrosidont Nixon had
instructed him to cupiore sne-
cific ways oy which large
trade projecrs.can dovels

Nilg

oped with the Sovir‘t Union.
tw ule be up

Peterson C'x'cx
to private ¢
the (C\-l')~a'|‘c p
ments with §
that  the <o
would t ¥y oto esw
proper framework.

A‘tC“ "OUO"U"W to the Presi-
dent on Ris trace taiks in Mos-
cow last menth and on
Ienathy private mecting with

traﬂu
fie Soviets:
overnnment:
biish

but

his

Comntnise Party ehicl Leunid:
I. Bro:zhnov, Poter ( he
believed txc Prosident's goul
of a trade accord ths year
could hoe reatizvid

Brezhnev spoke of the So-

‘e

viet Uniow's ~ e
of encrgy and raw malcrils,
Peterson  said, which the
United  Siates
neecds. Ho said that arraaze.
men!s for their extraction and
salq would have to be made
with the Sovicls by private
American companics.

But the President told Pe-
specific ways

increasingly

(by which these arrantements

i

.can
(eommerce seeretary

be brouzit. about, the
renoried.

He s=aid that the Moscow
meceting of the U.S-U.SS.I.
Comumercial Comimission, es-
tablizhed by the President and
Brezhnev at the May summit

Approved For Release 2008/09/12 : CIA-RDP08S01350R000100100003-3
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|
|

st teeasures’y,

!
|
e
1
!

.Ihk

meeting, would ba followed by
anoihier meet'n" m Wasiiing-

TnioT 1“, 'x \
. sucn &S alend- i':a
e, b".ld.-.x-;Se uz(‘l
American busi-|
A'\ to ouard ooainst
h" tho -.0.;

tion of €o-j
o |
u-;\l.
i One other vn:u subjcct
;urrwr siudy is a ru: time
lazrecmont, . which  Peolerson

tpredicted would ne one of the
ifirst completed.
! AW h"" eufifeiont  proiress:
‘Paa been If nade in these areas,
ne ..»'“m. an will meet here
to {ry to wrap up ai overall
seitlement. he said.
A len ii ase  scitlement,
which ‘lo crson dezeribed as
ne ool the '1.o~t complex be-
Hore the ion, is not
necozsarily inr ohstacle
tu azvoement, he cuid, butitis
ne that Smay hove ta be re-

i

.'J

soncd at the hish

He szid this did not sug
“that ansitior meeting?
ithe President and DBrezhnev
‘would be required. but that
the two lenders would have to
‘resolve the izsue,

“ywa elysed the gap a litile”
in the NMocow mecting, Peter-
son said, “but it is still a com-
p‘c... ditficult issue on which
we have somewhat diiferent
Vi

fews"

la‘ﬂ lend-loace is settled,
inclicated, the President

%dm‘x not believe he should ree-
{ommend to Congress that it

grant Russia

F—12- 72

most-favored na

tion tariif treatment. a conces-

sion the
ian os-cntial
ltmde accord.
CLers "h. als

Kremlin regards as

rigrodient of a

30 rmor*ﬂd “cood
dlur,

s hap i

aursement
covernments
acture and on

Peterzon denied reports ‘t‘nt

clarip: that
vithout fou

1szed Vieinam. De-
the reports were
ndation, he  said!

thit “at no time was. ‘\.1ctnaml

2
g
%he 1' 1d discu
i
!
!
l

. A%).
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NEW YORK DAILY NEWS. |
' August 12, 1972

LY e A
SRR T I e N N ™
Cel a b "-”*5‘ R ‘_-a‘éa
“ WL Erdva B vyl
*Washingion, Avye. 11 (UPl) — Commerce Secretary

Peter G. Peterson rredicted teday that a coniprehensive
trade agreement with the Soviet Trion wouid be signed
before the end of this vear.

Peterson reported to President ’ ‘

o on to;
Yorters:
having

B

i h ! ¢
SooaNIXon on his July
l S0scow, and then told 1
o “the President’s goal of
i the termis of a ¢ agreement
Tobyv the end of the year i3 a goal
we can raeet.” .
He predicied catly success in
i discussions aimed at onening the
I ports of the United States and
f the Soviet Union to each other’s
i

ships.
Lend-Lease Deht

More troublesnme he enid are
Lo s on the Saviet World
b War I lend-lenve debr, the Soviet

demand for most-favored-nation
40 treatment  and  eredit arrange-

nienis.

Peterson suid the dispute over
the lend-lease (ebt would nrob-
e . . abiy have o Le resolved Ly direct !
o v % v i eommunications between  Nixon

} +
;

KO and  Commuriss Porey General
%] Secrvetary Leonid Brezhner.

A n said “working group™
inns \\iiill rcs;:n‘.e in abour
. two weeks and that he expects to
i Peter G. Peterson meet here thi< vear with cabinet-
Reports on missicn level Soviet trade officials. £

i
i

i

»
P
#

2

S0

¥,
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Cha {os Du artletl
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WASHINGTON. — The commercial ne-
gotiations with' the Soviets are on the

trazk, ans soapnry o Comiryee, "er‘r
o T o

e

Potoesen bacg
Wit 2 v.edler © 0l W
uLau.‘.‘
He is hopefu! they can c..m. in both

countries, a “vested geonoinic In nierest”

in keepirz nence, Bw :1 nang :1
trade 1C i

tive force
explote in
misundarsias

. :....;o.‘n‘(! than
reparis that

"'H 2 IlD 2
at

xnrw i
effarts to produce a se
pant. Tais linkage doos
son ins but the
conressianal arproval o

sions may hinge an \l" anaitsy of prl
cal relations botween Moscow and Wushs
ington.

These negotia
avows, a il
U. S. securiiy raers
statiziios nuprose,
treating e expurt eo

as a4 un

agrs

chis oot subioct t
exeessive dane
improcasic be
\\'ill bs At i
can ¢

Buz tm tr:
Peterson ’:-m:\'c\ h‘ cause
omics are so diverse that thoir needs
will mesh. The Seviets have more envrgy
and mincral resonvees while the Ameri-
cans have agricuitural prodicts and high
techriolngy which the Soviets need but

cannot match.

§
wiad
7

tha'twa econ-
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PHI LADELPHIA INQUIRER
August 12,

v

The Soviets set out,
sons, t0 be seif-sul

Ticient, but a nation’s

wealth and growth requires, in these -

Gaizaton and inter-
ceused their
so tho Soviets are
thr application of

comnniex times,
. Tois
growin tu s{c'-.'.' It
bev*" fovocd 10
their rzsources. This “'11 reguire biz in-
fusicns of capi 32, techuolozy, and know-

hew from t;:* N
Pe tersen makes t..e intéresting point
Tl V's rat-

,,« 200nf
RO

econemic.
keep pace b' o:
tories znd gno
techr 1\)"“’\ Is a <ot
the niost avaizol :
be what the sciler kamows hs
make obsolcte.

So they need
need to loosen
econumies. Petor
prooism by the
Xcrax, the )
products that were teia
tire ‘oi, companics. Tt
coutid el hive eotured i a Lcu.ui.ud
economy.

The Soviets are touch in these nezotia-
tions and they have tauzht the Ameri-
cn"x* to find a rea \nn:sz po=i1i01 and
cliver to it If ther ¢ling hard enough, the
Sm iots will b ai ‘t to jump suddenly, as
taey did in tiie Zrain purchase, intw
amrecment, Buf m issucs like the lend-
lease debr the reasonabie position is
more obaiure and the divergences per-
sist.

St |
ine process and
uC’;\' is apt to
can spon

25 s_x‘d t
ceatraly dnuteJ
thiotrotes . their
Joand
wv»‘rs sful
d by ail

hron —n“,

So this Is net something that can be

die quickly. But if the deals are made
carcfuily and thoughttully, the world is
apt to be safer for their impact,

for security rea-

»
gy

-~

1972

'

b
b3
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BALTIN 0 EE SU)  New York.

The first meeting of the Soviet-Amer
can commission to negotiate new trud‘

'_af\‘rc€r‘5v\ < ,"v\d e r\'- ri 0“;:"3 “m'\,le'\q

the two countries has eneded—unhout
cg‘e“' it

P“”‘f’ . P-vmc'*.n
C‘“-YT«

the t ¢ ving o N
piogress had b*en r..“_e, but inat there
\.ere stili majsr issues unsettled and the

settlonent \\o”d rccnxe decision at a
higner Iavel. Soviat cuicizis, in private,
are saying much 1he same thing.

DU‘:V ?f i) 2

ST,
\\\\\.\ A "-'-_/'51/./-

¢ a 1.
U.S.-5oviet talks

Meanwhile. a surprisingly strong rally
Friday turned a dormant siock market
info a dvpamic cne. without the benefit -
of any specific news developments.

The closciy w oiched Dow-Jomes in-
dus maxs rose 1’ 2 poi

foilowin the j O 3
RERV pmnu. ad pu
per cani of tne liw

U
Ra New Yorx Stech
pm‘e incex of ail ¢
ished Fridav at €1.35.1
on record. S|and?rr.:
She 1o

Vhat s»emud 10 hnm.

1ne a
YT N

n v as a sned-

ding of various worrie
coniiict, possidly hiche
asd a slowing dow:

rmrmrar‘ rxro\‘i"._i
ter side of thir
economy and ri

‘Pernaps another ps
came from a survey
ecgnomic cantrals, s¥or o
worked out betler than many p
expected.

Tha Soviet-American frade commis-
sion was created by decizion a a nigher
level. President Nizoa and the Saviet
Con mizb o oparty genare]
Leonid 1. Brez
set up the commi
unable to agree an
trade jssue men‘seum

Tne commission taiks took
Mozcow last menth, M.
pubiic dispiay of nis commitment by
calling Mr. Pelersen fo confer in San

lements, CRlL jusi befere tha secre-
tary too:\ off for Moscow. and by a
paa":: ed meetina with him ':am at
the While House Friday. Mr. Breshnev
malched the President’s gasture bv call-
ing Mr. Petersen to the Kkremlin to
confer while he was there.
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Two questions

All this high-level pubhcxty gives rise
to two questions: Why is there still no
agreement? Ana why is it.all so impor-
tant? <

One fact stands ecut. Even without an
agreement. trage Detween the fwo coun-
tries is growing. It has been groving, in
fits and staris for a Gecade now, Arnd
lately, for a varietv of reasons, it ap-
pears to have been surzing.

The Soviet Uaicn. {or its part. needs
some preducts which only the U.S. can
supply.. or which the U.S. can supply
best, such as advanced techrnolsgical
systems and eguipment.

In other words, there are basic forces
at work to expand trade between the
world's two greatest povers.

The bizgest dsvelonment was the dis-
closure that the Russians might buy a
biliion doliars’ worth of farm products
from the U.S. in the next 1
These rpurcnases are noi even i
in the gliicial commission neg
but they serve. therefore, to unicracsre
the very practical nature of wnat has
heen hagppening.

Iz this ta sav that there isno nsed for
agreement? No. There are still some
obztacies to  Soviel-American trads—
some real and some not quite o real—
and this is what the nezctiations are
about.
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WASHINGTON, Aoz, tl—tiingly a serious one™ for the
Secretary of Commerce Poior i Savis's as tiey fost 20 million
- G. Peterson, just bac k from a | persons in the war.

Toutd of tams w.ih high ao\.u‘.; fle denicd reports that he
{ had discussed the Viet Nam
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-officials in Moscow., Lold Presi- |
‘deut Nixoa todey he is couii-g Voo with Soviet effjcialy, in- -
“dent a trade agrecmeit can ho o aitng the eerflict was never

rcached with Russia by the raisod in any of s {alks.
.end of this year. 5 Potersen was i Moscow as -
* He said the recent talks : the head of the U. 8. team on

“elosed the gup a little bit” on " the Cummercial Commission

the qacwon of fussia repar- eremed during  the Mascow

ing World War [l loans. bw Enmx‘*wir and  charged  with

predicled that final resolution i working out 3 trade azrce-| .
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United Slates government.” made toward a  maritime
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US. official bullish =
WonJe Wi ..ui/ ﬁL L e

e,

albout Soviet

: . {
By Philip W. McKinsey @5‘}2
Special correspondent of )

The Christian Scieace hionitor
T ashington
The outlook for expanded Unrited States-
Soviet trade is bullisi. Commerce Secretary
m:_(;_ﬁe‘tnrmm chief U.S. trade negotia-
tor with the Soviets, is no longer just
“hopeful’’ that a comprehensive commcrcnl
agreement can be worked out by the end of
this year; he is ebulliently confident. And
- dramatic individual dea_ls already are taking
shape.
T Mr. Peterson who spent 12 days in Russia
in late July and early August in the first
meeting of the U.S.-Soviet Joint Commercial -
-Commission, rerorted to President Nixon
last week that *‘good progress’” was made in
nis talks with Russian officials up to and
including Communist Party Chief Leonid 1.
Brezhnev. The issues involved are ‘'very
. complex,” Secretary Peterson acknowl-
edged, but “we re both very serious negotia-
tors.” -

The talks on a broad commercial agree-
ment, whlich were arranged during >r.
Nixon’s trip 1o the Soviet Union in May, are
taking place agzainst a background of here-
and-now deals between the Soviet Govern-
ment and U.S. companies that far exceeds
anything that was anticipated a few morths
ago.

Grain leads parade

Grain purchases lead the parade. After
haggling over credit terms, the Soviets last
month agreed to buy $750 millien worth of
grain from this country over a three-year
‘period — a deal that, all by itself, assured

" that 11.S.-Soviet trade would surpass past
levels. Last year, total trade between the two
countries was only a2bout £220 miliion, $162
million of Soviet purchases from the United
States and $58 million of U.S. imports from
Russia.

But forced to shop abroad by disastrously
poor harvests, the Russians are buying U.S.
grains at better than three times that rate
now. U.S. officiaizs say Soviet grain purchases
thisyear alone may total 31 billion.

The Soviets also are buyving at an increased
clip from U.S. industrial equipment manufac-
turers as they continue work on their giant
Kama River truck-manufacturing complex.
Even before the extent of the Soviets' current
grain purchases had become known, two-way
trade Letween e two countries had been
expoected to apprecch Su00 miliion this yea
on the strength of such deveiopiaents as the
Kama River contraciing and the mulli-
faceted techuological agreement worked out
in July between the Soviels and Occldental
Petroleurn Corporation.

¥

trage

Ui

(o)

at producing a comprehensive agreement

that in effect will spell out the rules of the.

game for trading between Russia’s state-
controlled economy and the diverse com-
panies that make up the U.S. side of the
equation, also seem to be progressing as
smoothly as any officials dared hope.

The key-sticking point of settling Russia’s
World War II lend-lease debt *‘is probubly
going to have-to be resolved at the highest
level,” Mr. Peterson said after his meeting
with the President Aug. 11, although he said
that his talks in Moscow had ‘‘closed the gap
a little bit.”” But he said he expected
agreement this year.

The closely linked question of granting
Russia most-favored-nation treatmentin set-
ting tariffs — that is, assessing on Russian
goods the same tariffs that are applied to
other U.S. trading parners — will need
congressional as weil as White House approv-
al. But that is expected to fall into place
easily once the 27-year-old lend-lease issue is
settled.

Credit accord reached

Another knotty issue, credit terms, appar-
ently has been mostly squared away. In
discussions leading up to the three-year grain
deal, the Soviels started out seeking ex-
tremely favorable credit terms, on the order
of 2 percent a vear over 10 years, but settled
for normal market terms.

In the most recent round of talks in
Moscow, Mr. Peterson reported, progress
was made on getting the Sovietsto accept the
idea that any'credits advanced to them —
including possible credits irom the Export-
Import Bank — would be on normal market
rates, not ‘‘concesszionary’” terms.:Likewise,
he said, Soviet credits made available to U.S.
importers would be offered at standard
terms.

Working groups are studying other areas
that will be part of the comprehensive trade
pact — such matiers as laying out what sort
of business facilities will be made available
to traders and companies on both sides,
agreeing on procedures for arbitrating com-
mercial disputes, achieving und\,rslandmg
onanti-dumping rules, and agreeing on copy-
right and patent protection. .

The puace of progress on this level will
determine the preciser date of the next
meeting of the U.S.-Soviet joint coinmission,
Mr. Peterson said, although that session will
take place some time durmg the fall in
Wakmngton . .

I3
N
~
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EAST-WEST TRADE

Tapping Soviet Treasure

At his vacation home on the Black
Sea last month, Leonid Brezhrev smiled
conspiratorially across a plate of wa-
termelon slices at U.S. Co nmerce Sec-
retary  Peter_ Peterson=2The *Soviet™
Unton has vast treasures for generations
to come,” the Communist Party boss
said, “and we¢ are now prepared to share
them with you.” He also iold a joke
about the peasant who bought eggs for
two rubles, sold them for two rubles.
and exclaimed I am in busiress!”
Brezhnev's point: the U.S. and the So-
viets should not strike a trade barzain
merely for the sake of making a deal,
but should try large-scale ventures that
would yield solid profit to both. Later,
the usually matter-of-fact Peterson
quoted a rather lyrical Alexander Ham-
ilton remark that “the spirit of com-
merce has a tendency to soften the man-
ners of men and to extinguish those
inflammable humors which have so of-
ten kindled wars.”

Peterson ended his talks convinced
that more big deals like the recent three-
year, $750 million bilateral grain acree-
ment are likely. Indeed. U.S. agriculiure
officials predicted last week that the So-
victs would expuand their purchascs of
farm products to as much as S1 billion
in the next twelve months alone. Last
week Peterson reported to President
Nixon that eightdays of trade talks with
Soviet officials had disclosed ~a top-lev-
el Sovict decision that it is important to
getaccess to Western products.” He also
bricfed Tismg Correspondent Jerrold
Schecter on the promise and the prob-
lems of Sovict-American trade. Schece-
ter's report: ’

‘Pcterson’s dominant impression
was that in return for American man-
ufacturing expertise and equipment, the
Sovicts have concluded that they should
sharc some of their unmcasured (in the
West, at least) mineral resources. His
Soviet hosts were quite specitic about
what they seck from the U.S.: advanced

-machine tools and techniques for mak-

ing such products as trucks, farm ma-
chinery and color TV, “They want the
[atest and the best of our sophisticated
panufacturing Anow-how.” savs Peter-
son. Yet the Soviets have no iltusion that
their consumer goods will be compet-
itive in the U.S. “We are a good mar-
ket for vodka and same caviar, but the
Russians have surveyed American and
worldwide demand for energy. The
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PETERSON (LEFT FOREGROUND) & SOVIET TRADE OFFICIALS iN RED SQUARE
Commerce has a fendency to soften men's manners.

things that they have and that we most
nced arc energy and raw materials.” Pe-
terson and the Soviets discussed three
possible projects:

-+ Exploitation of Siberian natural-
gas reserves. Two projects are being ex-
plored. one involving on the U.S. side a
consortium of Tenneco, Texan Eastern
Transmission and Brown & Root, the
other El Paso Natural Gas and possi-
bly Occidental Petroleum. The two to-
gether could require as much as S$10
billion 1o S14 billicn of U.S. develop-
ment capital, and that may be too much
for privatc US. financial institutions.
Some new form of Government financ-
ing will probably be necded.

» Mining and processing Sovict oil,
chrome, copper, nickel. pualladium and
platinum, which U.S. auto manufactur-
ers may nced to make antipollution de-
vices (see story on page 65). The So-
viets would like U.S. firms to siipply
advanced mining equipment in return
for long-term, fixed-price contracts to
buy the processed minerals.

> Joint ventures to produce cellu-

lose and chemical fertihizers. Peterson’

says US. companies would build the
plants, and the Soviet Union would fur-
nish labor and raw materials.

There are many obstacles in the way
before the plans can be implemented.
The most troublesome are quasi-idco-
logical: the capitalist U.S. and socialist
Sovicts have different business systems
that find it diflicult to make contact.

To begin with, the Sovict govern-
ment feaders that Peterson met, he says,
are @t once Upolicvyiuders, negotiators
and exceutors. They set the prioritics
and ailocute the resources.” By contrasy,
the U.S. side of prospective bargains
would have to be fuliilicd largely by ex-
ceutives of private companies, not the
Government. Peterson is naming a U.S.
panel to work out ways for Washington

and private companies to coordinate ne-
gotiations with the Soviets.

Beyond that, the Soviet and Amer-
ican legal systems differ fundamentally,
so there will have to be some special ar-
rangement to settle commercial dis-
putes arising between U.S. companices
and Soviet government organs. The So-
viet Union is not yet a party to inter-
national copyright conventions. and
there is no bilateral tax treaty between
the two countrices.

Even some of the things that US.
businessmen take for granted are rare
or nonexistent in Soviet cities. For ex-
ample, there is no such thing as a com-
mercial oflice building in the Sovict
Union, and a storefront in an apartment
house is currently the best that the coun-
try can offer. Waiting periods for tele-
phone and telex communication with
home oflices in the U.S. can seem end-
less. Nor can a U.S. businessman in
Moscow place an ad in Praveda for sec-
retarial help: secretaries must he sup-
plicd through a government agency that

cals mostly with diplomats.

Another round of U.S.-Sovicet trade
talks will begin next month in Wash-
ington. An immediate aim will be to es-
tablish the rules for arbitrating com-
mercial disputes and arranging otlice fa-
cilities for U.S. executives in the Soviet
Union. :

The essentials for doing business are
there. Each side has something the oth-
er wants, and they are willing to talk in
those terms riather than debate cold war
politics. Brezhnev and Peterson put it
rather neady in their talh bestde the
Black Sea. Breszhnev: “The Soviet
Union and the United States are the two
largest economies in the world. Ttis time
that commercial and trade issues move
to the frontier.” Peterson: "By their di-
versity, the US. and the Soviet Union
are natural trading partners.”
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f.-":{‘Peterson Surveys U.S.-Soviet Joint Venture Prospects

Commerce Secretary Peter G. Peterson says American companics won't
get much help from the U.S. Government in negotiating joint ventures
with the Sovict Union. : '

Natural resources. “In the final analysis,” he told a Moscow news
conference last week, “it would be a deal between perhaps the Soviet
Government and a U.S. company.”™ His comments came at a news con-
ference following a three-hour meeting with Communist Party Chief
Leonid Rrezhnev. Secretary Peterson said his discussions with the Com-
munist leader have convinced him that Mr. Brezhnev is ready to explore
““major joint projects” involving Russia’s major natural resources—oil, gas,
chromium, and nickel. “*Hec obviously was also intcrested in  joint
manufactiring projects, which in some cases would flow naturally out of
these raw materials resources,” Mr. Peterson added. .

Obstacles to trade. Certain roadblocks still stand in the way of a
bilateral trade zgreement between the United States and Russia, and two of
the biggest ones are resolution of Russia’s lend-lease debt to the U.S. from
World War 11 and most-favored-nation status for Soviet goods. But just as
imporiant-—-and perhaps more so, since it cannot be resolved through
negotiations— is the problem posed by the role in commerce of each
country’s Government. “The role of our Government is obviously a very
different role from the role of the Soviet Government,” Mr, Peterson said.
“The Soviet Gevernment not only sets the policies, but also makes the
deals, and it also exccutes the deals. In the case of the U.S. Government, we
do not make deals . . . Except to the extent that we are extending credit on
specific deals, it is the businessmen of America, not the Government, who
are going to play this game. Many of the issues we have, it secms to me,
arise from the fact that we are dealing with a nonmarket cconomy on the
one hand and a market economy on the other.” .

Types of ventures. In any case, indications from the U.S. Govern-
ment are that the Administration wants to keep a low profile in negotiations
for joint U.S.-Russia ventures. Sccretary Peterson says he can visualize two
tyﬁcs of joint ventures—those carried on cntirely by private companies
“without any government involvement at all,” where American firms con-
tribute their technological know-how and the Soviets contribute the re-
sources, and those involving a slight U.S. Government role in the financing
of the project. This latter type of joint venture-—one involving a significant
) .government involvement—probably would be most prevalent in the cnergy

ficld, Secretary Peterson explained. since such projects involve a level of
investment “substantially higher than any that have been traditionally
considered in Export-Import Bank financing.™ Since some of the antici-
pated projects involving encrgy and gas run in the range of billions of
dollars. he said, “the presumption is that the U.S. Government would play
a role in the financing . . . Il we are dealing in the ficld of energy, this
is obviously a ficld in which there is government coordination required.s>
Mr. Peterson’s comments on joint ventures in the energy field represent the.
first government statement on the subject. T

e
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Commercia l negotiaticns
with the Soviets are on the
track and “wnw. v nf (nm.
merro  Pates :

are headed.

He 1is hopeful they can
build, in both countries, a
‘“‘vested econcmic interest’ in
keeping the peace. But the cx-
panded trade relations will
only be a constructive force if
great pains are taken o ex-
plore in advance peiential
areas of misunders:anding. So
Peterson is not pressing fera
quick deal.

He is only slightly

g less irri-
tated then the Russians at
published reports that the
siow pace of prozress toward
a tradt agreement is linked to
the pace of Soviet etfocis to
produce a settlement in Viet-
ram. This linkage does not
exist, Peterson instsis, but the
Soviets know that Congress’
approval of tarifi concessions
may hinge on the quality of
political relations between

" Moszow aund Washinzton.

These negotiations are not,
Peterson avows, a matter of
bargaining away U.S. security
V,n*ere‘v to see U.S. trade sta-
tistics improve, The adminis-

~ tration is treating the exnort

controls on sensetive technol-
ogy as a national security con-
cern which is not subiect to
negotiation. Even in raw ma-

.terials like ratural gas, ex-

‘cessive dependence on the So-

coloiis has.
- come back trom Jioscow with
_ a clearer view of where they

viets is improbable becattse
American imports will be an
insignificant share of Ameri-
can consumption for many
vears.

But the trade potential is
significant, Peterson believes,
bacause the two econemies are
so diverse that their needs will
mesh. The Soviets have more
energy and mineral resources
while the Americans have
agricultural products and high
techncisgy, which the Soviets
need but cannot match.

The Soviels set out, for se-
curity reasons, to be self-
sufficient, but a nation’s
wealth and growth requires,
in these complex times, spe-
cialization and interdepen-
dence. This mistake caused
their growth to siow down s¢
the Sov iels are being forced to
shift the applicaticn of their
resources. This will require
big influsions of capital, tech-
nology, and know-now from
the West.

Peterson makes the inter-
esting point that the shift in
domestic eccnomic strat egy
forces a chift in Soviet for-
eizn poiicy. The old economic
palicy, involving a heavy sac-
rifice of the consumer’s pri-
orities. obliged Soviet leaders
to be able to point to for-
eign tensisns as the cause of
the deprivations. Now they
must minimize the political
tensions to justify their eco-
nomic detente.

m.’:.‘z’:u*:-z e

The Soviets want. Peterson
feels, to maintain their status
in a world where the indices
of power will be increasingly
economic. And vet they can't
ncpe to keep pace by one-time
purchases of factories and
k.ow-how because modern
technology is a continuing
process, snd the most avaxl-
aile technology is apt to be
vhat the seller knows he can
make obsolete.

So they nced joint ventures
and they need to loosen their
ceatraily directed economies.
Peterson illustrates their
probiem by the cases of Po-
laroid and Xerox. two highly
successiul products that were
totally rejected by all the big
companies. These break-
throughs could not have oc-
curied in a centralized econ-
omy.

The Soviets are tough in
these negotiations and they
have tauﬂl*t tie Americans to
find a reasenatie position and

.cling to it. If they cling hard

enough. the Soviels wili be apt
to jump suddenly, as they did
in grain purchase, into agree-
ment. But on issues like the
lend-lease  debt, the’ reason-
able position is more obscure
ard the divergences persist.

So this is" not something
that can be done quickly. But
if the deals are made care-
fully and thoughtiully, the
world is apt to be safer for
their impact.

o
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~ Sovieis See Big Trade Deals
- Following Seatitle Exhibition

. -ByTOM RYAN .
SEATTLE (FNS) — The Russians have their foot in the door and expect to do some big business with
U.S. buyers at an international trade fair here. ’ -
The Soviet Union — showing for the first time at an American trade fair — is one of the 14 foreign
- countries exhibiting at Unimart 72, an exhibition which opened Friday in the Coliseum of the Seattle
Center. site of the 1962 World's Fair. By the time the show closes Aug. 20. some 100.000 persons —
. including more than 5.000 buvers — are expected to attend. L -
While politely flexing their business muscles. the Soviets have captured the spotlights at this trade fair.
They are here with order books in private sales conference rooms. making it quite clear in soft-sell tones

(‘u“-

that they want to do business with American buvers.

Although the Nixon
Administration has been setting
the stage for freer trade with
Russia. tariff barriers on most
goods still prohibit the Soviet

.Union from being competitive in
..this country.

But the trade picture between
the United States and USSR is
brightening. While Unimart '72
was opening here, Secretary .pof
Commerce Peter:G. Peterson in
Washirzton™ still “was ™ sublicly
outlining Russia’s plan to buv $1
billion of U.S. grain this vear.

Viadimir N. Sushkov. general
manager of the Soviet Ministry of

Approved For Release 2008/09/12 :

Foreign Trade. said his country's
presence at Unimart ‘72 coincides
with the beginning of a new period
in Soviet-American relations.""
Sushkov. chief of a Russian
delegation of about 80 members.
also said: "\We have come here to
determine our propects for
trade. . .We have not only
exhibits. but a commercial center
where we have people who are
authorized to sign contracts.™”
" He also was critical of US.
import duties. some of which hLe
termed ‘totallv unacceptable.”
For example. he said a quart of
Russian vodka in this country
would have to be priced at about
#8. or about double the price of
domestic vodka in Los Angeles.

Unimart 72 has onlv a token

displav of metalwroking
equipment. A Russian trading

company is demonstrating two
machines — a laser plant for hole
arilling and a precision electric
arc machine for making tools
such as dies and master emplets.
The Kvant-9 laser plant.
designed for drilling holes in any
material. —is most effective in
drilling rough holes in diamond
fiber.” according to the firm, V/Q
Techmashexport. The laser unit
drills holes with a diameter from
5 to 80 micromicron to a depth of

tp to 3 mm. The Kvant-9 is being

sold to France. the firm. said.
The Russian .Model A207.23
electric arc machine is said to be
“capable of machining both
current-carrving and semi-
conducting materials practically
with no change whatsoever in
their phvsical dnd chemical
propefties.”’
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Raw Materials Developments
. Major Goal for Soviet Talks

WASHINGTON (FNS)» -
President Nixon is urging his

trade negotiators to stress joint-

development of raw materials

" programs as a top goal in current

talks with the Soviets. said
Commerce Secretarv Peter
Peterson® ;

g e 2SS

" -TFere is no secret our needs in
this field are rising.” Peterson
declared after an initial meeting
last week with the President
following his (Peterson’s) recent
trade mission to Moscow.

Peterson reported on his trip
and later told newsmen that the
administration still hopes to have
the outlines of a comprehensive
U.S.-Soviet trade treaty ready by
year'send.

He also discounted “"tantalizing

speculation” that the efforts to

negotiate a treaty are somehcow
linked to the Vietnam War, and
Washington's reported attempts
to press for Russian mediation in
the war as quid pro quo for a
treaty settlement.

further high-level

- Peterson insisted the subject of
Vietnam never arose during his
talks with Soviet leaders.
Peterson said the Moscow talks
produced progress in several
areas. including the paramount
problem of Ru~sia lend lease
debts. credit terms and maritime
issues. ’

But he also stressed that such
~serious’” negotiation still lies
ahead on Russia's bid for Most
Favored Nation (MFN»
treatment by the U.S.. and in

“less cosmic”” areas such as .

business facilities which
Washington seeks for U.S.
industry in Moscow.

Peterson said ‘hat U.S.-Soviet

“working grouns” will start

renewed talks in each of these
areas in-a few weeks. and that a
meeting is
expected in Washington before
the end of the vear. The specific
date for that meeting. however.
will depend upon the progress
made at the working group level.
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By EBEN S. TISDALE

0 MATTER WHAT THEIR OUTCCME, the trade talks cur-

rently underwav in Moscow wiil not materially assist U8
manufacturers of hizh-iechanlogy products unless the United States
stops handicappinyg itse:f by continuing to control the export of many
items which are not cosatrolled by our {foreign competitors.

-While it is essential to the national security that our government
continue to restrict the export of seme items to the U.S.S.R. and other
East European destinations. restricting items which can be bought free-
ly from our Western European or Japanese competitors does not benefit
national security but rather results in a-worsened balance of payments
situation, fewer export sales for U.S. companies and fewer jobs for
American workers.

There is pieaty of room for improvement if U.S. firms, particularly
those in the high-technologyv industries, are going to compete effectively
in the U.S.S.R. and other Eastern European markets. The figures tell
the story.

In 1970, for example. only some $350 million, less than 1 per cent
of the $43 bullicn in U.S. exports, went to Eastern Europe. At the same
sime, exports to Eastern Europe from other Western countries were in
excess of $3 biilion. Put another way, in terms of total trade, the U.S.
share of the world market in 1970 was approximately 16 per cent. In
Eastern Europe this share was only 3 per cent.

This situation is much more dramatically expressed when hxgh—
technology products are considered. For example. wo-"ld trade in. 1569
(the last vear for which full marketing statistlcs are presenily availa-
ble) of ‘‘other electronic measuring and controlling instruments” (SITC
Category 72952) was almost $1 billion. The U.S. share of the worid
market was approximately 36 per cent — some $350 million. In 1963 the
-U.S. exported more than twice the volume of SITC 72352 commodities
‘as West Germany, over three times that of the U.K. and about seven
times that of Japan and France.

In contrast. U.S. performance in the Eastern European market in
1969 was discouraging. In that year. Free World exports into the East-
ern European market of SITC 72952 commodities was some §55 million,
West Germany's share of the East European markat was some 36 per
cent. The United Kingdom and France each held a market share of
close to 15 per cent, while the United States and Japan were close to-
gether at some 7 per cent.

THE ROOT CAUSES FOR THE POOR PERFOR\H\‘CE of US.
exports to Easiern Europe are many and cumipiex. They include some
things over which the U.S. has no control such as: 1) The historic close
and complementary trading relationship existing between Eastern and
Western Eurcpe: 2) The rigidities of the Communist state trading sys-
tems and; 3) The shortage of hard currency in the East.

The. poor performance of U.S. marketing forays into Eastern Eu-
rope is also due to the almost total lack of U.S. credits to help finance
Most-Favored-Nation tariff treatment. These issues are presently under
dlscusmon in Moscow,

August 7, 1972

. There is another factor handlcappmg uU.s. exporters in their poten-
tial dealings with the Soviet Union and other Eastern European coun-
tries. This is. of course, the excessive restrictions imposed upon ,U.S.
firms by our government. These restrictions are preventing U.S. export-
ers from competing on an equal basis with our foreign competiturs in
the Eastern European markets.

At the present time, the United States controls 497 classifications
of goods and technology by multilateral (Cocom) agreement with our
allies. In addition, the United States chooses to retair: unilateral con-
trols on approximately 461 classifications of goods and technology. The
United States is the only Cocom country which controls the export of a
significantly grealer number of items than those which the Cocom courn-
tries agree to control. It is true that some of these items under U.S. uni-
lateral control are eventually granted export licenses, but even so, the
delay and unceruinty in the licensing process often cosis the American
exporters business.

Currently. there is legislation pending in the congress (S. 3726) to
alleviate the.problem of excessive controls over U.S. exports ‘o the
U.S.S.R. and other countries of the Eastern Bloc. The legislation is also
designed to speed up the export licensing process for shipments to these
desmauons

MORE SPECIFICALLY, S. 3726 WOULD AMEND the Export
Admxm:tratxon Act of 1989 to: ’

* Require the Secretary of Commerce to underta'{e a study to deter-
mine v.;vkuch goods and technologxes should no longer be subject to export
control.

 Direct the Secretary of Commerce to remove U.S. export controls
from any unilaterally controlled item which is freely available from
foreign sources. unless adequate evidence is presented to demonsirate
that decontrolling the item would threaten the national security.

* Require the Secretary of Commerce to report on his actions in 6
months by listing the reasons for retaining U.S. unilateral controls on
any-items and the reasons for retaining any procedures concernii ¢ the
licensing process which are more burdensome than the procedures :sed
by our ailies.

* Require the Secretary of Commerca to create industry-govern-
ment technical advisory commitiees to review each group of goods and
technologies which could be subject to export controls and to advise the
secretary on the level of all export controls, including both U.S. and
Cocom, on the groups of items within its technical competence.

These recommended changes in the Export Administration Act
closely parallel those suggested by WEMA and other industry groups
which panticipated in cengressioaal oversight kearings on East-West
trade earlier this year. Despite the fact that the Administration has
asked the Conﬂress to make no changesd in the act, it seems likely that
the legislative branch will adopt these amendments. If so. it should give
If]: exports to the US.S.R. and other Eastern Bloc countries a shot in
t arm. .

Mr. Tisdale is Government Affairs Manager at WEMA.
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. RUSSIA IN TRADE DEALS -

- Exclusie

Interview With Peter G. Pete_rsoiz,

Secretary of Commerce L

Is there real progrcss.toward a trade agree-
ment with Russia?” Will an agreement bring
- practical benefits to U.'S. businessmen? What
did American negotiators accomplish on their

Q Mr. Secretary, on your recent trip to Moscow, did
"you reach any agreements that will result in a substantial
increase in trade between the U. S. and the Soviet Union?

A No, we did not reach any specific agreements,  but
then, we didn’t expect to at this first meeting. Our first task
was organizational, that is, defining what our charter will
be, and who is going to do what. Those things we have
agreed to.

Our target remains the same as the one President Nixon
announced to the Congress when he came back from the
Moscow summit meeting—which is to have the terms of a
trade agreement negotiated by the end of this year. 1 saw
nothing in Moscow to make me believe we can’t reach that
goal. '

Q What would be included in suchh a trade agrecement?

A Well, we really have two choices: We could settle for
a piccemeal solution, or we can hold out for a comprehen-
sive agreement, :

Our clear choice is the comprehensive agreement, and I'll
tell you why. In our private-entcrprise system, the role of
the U.S. Government is not to make deals—though that’s
sometimes hard to communicate to the Soviet officials, who
are both policy makers and deal makers and program man-
agers. The Government’s role is to set the policies and assist
in the creation of the iustitutions and mcchanisms which
form the structure of an equitable and orderly commercial
envitonment. Il we don't get this donc at the outset, we
could end up later on facing problems that could have ex-
acerbating political effects. )

Q In what way? Can you give examples?

A Certainly, Let's take the issuc of dumping. We are
dealing with a country which is uot a signatory to any of
.the international-trade conventions which we subscribe to.
This raises adjudicatory problems. Moreover, the Soviet
Union is a state monopoly in which product costs have very
little meaning. Prices can be set very subjectively and very
artificially. This means that there are also definitional prob-
lems. What happens, for instance, when someone claims
the Soviet Uniou is dumping—selling products at less than
cost? How do vou measuare their costs?

So we need to define our terms, and we need to estab-
lish processes so that, when these incvitable problems arise,
they can be worked out, instead of creating a political and
commereial cause célébre a year or two from n()}\'.
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recent trip to Moscow? Peter Peterson, who
headed the U. S. team, gives a first-hand report
in this interview held in the conference room
of “U.S. News & World Report.”

Credit is also a problem. If the President decides that the
over-all trade agreement makes sense, he has the authority
to extend Eximbank credit {loans through the Export-Im-
port Bank of the United States]. In our view, it is impor-
tant that there be a clear understanding of what we mean
by “credit.”

The Russians are great bargainers. When we were work-
ing on the grain deal, they wanted 10-year terms and 2 per
cent interest. We had to make it clear that any credit we
offered would be on nonconcessionary terms and through the
regular approval procedures. And, as you know, when the
big grain deal went through, it was on standard credit terms
—thrée ycars at G% per cent.

We also said to them that we thought it was appropriate

" as well that U.S. firms get credit from the Soviet Union.

Q Are they willing to agree to that? . .

A ‘They are willing to give us reciprocal credit, and we
now know how they go about.doing this and* what the terms
are. But again, we think we want to get the issue settled
now—-not two vears from now when some American importer
wants credit and finds there has been only a general sort of
understanding, or I should say misunderstanding, that leads
to disappointment.

Business facilities are another ‘example of what we want
included in a comprehensive agreement. When the American
businessman goes abroad, he is accustomed to operating
with a good deal of freedom in contacting customers, setling
up offices, installing Telex facilities for communication, and
finding living quarters.

The Soviet Union, by our standards, has quite limited fa-
cilities for foreign businessmen. Oue of the things we were
talking about in Moscow was what Russian officials can do
to expand these facilities substantially. Even if they were to
expand them, the process by which they decide who gets
facilities is unilateral. So part of the comprehensive agree-
ment we hope to work out is soine assurances as to what the
Americare businessman can expect when he sets up in the
Sovicet Union.

Q The Russians are reported to be insisting ow most-
favored-nation treatment. What does that mean, and why is
it su important to them?

A With most countries of the world, the United States
has a tarifl arrangement under which all nations involved get
the same tariff rates that are offered to the most-favored na-
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Peter G. -Peterson became Secretary of Com-
merce in February, after 13 months as a White
" House adviser on foreign trade. He is also U. S.
chairman of the Joint U. S.-Soviet Commercial
Commission, set up at Moscow in May.

tion. The few countries that are not accorded most-favored-
nation treatment—and the Soviet Union has been one—pay
substantially hicher tarilfs on some products.

The actual dollar-and-cents impact of granting this con-
cession to the US.S.R. can only be estimated. With some
products, such as vodka and furs, of which they export a
great deal, there isn't any question but that the Soviet Un-
jon would derive economic benefits from most-favored-na-
tion status. But, I think, the symbolic and psychological
aspects of most-favered-nation treatment are at least as im-
portant to them as the economic aspects. They want to be
accepted with equal status in the whole family of trading
nations.

O Mr. Sccretary, has any progress been made in settle-
ment of the Lend-Lease debt which is owed to the U.S. by
Russia, and is said to be a major obstacle to a comprehen-
sive trade agreement? i

A 1 have to say that this remains a very difficult issue.

Q If it is not settled, can President Nixon extend credit

and grant most-{uvored-nation treatment to the Soviet Union?

A T suppose he could, but 1 think it's unlikely that he
would. .

Q Why? Because of Congress? - .

A Not just because of Congress, even though Congress

~ must approve most-favored-nation treatment. There's an is-

sue of principle here. The President himself thinks this is
important, not only to Congress but to the American people.
Our view is that before we talk about extending new cred-
its, we should talk about settling the old obligations on
Lend-Leuse. The issue, frankly, is not only difficult; it's very
sensitive and even emotional, and I think it’s important to
understand why.

The Soviet leaders asked the President on his trip, and

they asked me on my trip, to visit the Leningrad ceme-
tery. Speaking of that cemetery. you will remember how the
President in his Moscow TV address talked about Tanya, the
Russian girl who lost all of her family and relatives in World
War 11, and theu her own life. Russia lost 20 millien or more
people in that war. 1 think Leningrad fost as much ax 10
per cent of its population. | think we can understand why.
to a country which has paid so dearly in human terms, the
idea of also paying back the Leud-Lease debt, plus interest,
is difficult to aceept. .o ) .
On the other hand, T think we've made it clear to them
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that what we're talking about here i$ only a very small part
of what we supplied as part of the war. Also, our other prin-
cipal World War 1I allies who also suffered scrious losses are
now paying back on their obligations. Are we to discrimi-
nate against these other allies?

Q Are the Russians willing to pay anything on the Lend-
Lease debt? :

A Yes. The issue now is no longer whether they will pay,
because they understand that this is a prerequisite for our
moving on the credit and most-favored-nation issues. The
questicn is how much, at what rate of interest, and for how
long. My own guess is that this difficult matter is going to
have to be resolved at the highest levels, which means, of
course, President Nixon and Mr. Brezhnev.

Q How much is owed by the Russiaus? A figure of 300
million dol'ars has been reported— _

A | am not at liberty to tell you the numbers under
discussion at the present time, because the negotiations are
under way, and for me to talk amounts would only exacer-
bate the matter. I do assume that the figure agreed upon

‘will be in the hundreds of millions.

Q Is the Lend-Leasc debt the major hang-up in reaching
a trad : agrecment with the Soviet Union? .

A Oh, I wouldn't say that. There has been speculation in
the press tha: we have just a few “minor” commercial issues
to iron out, »nd that these could be taken care of quickly
if only the Lend-Lease debt and the political problems like
the Vietnam war could be settled. This kind of comment
tends to be mrde by some observers who apparently believe
that commercial matters are “minor,” and therefore don't
require much negntiation.

I have already pointed out that we have to reach agree-
ment on the most-favored-nation, business-facilities and,cred-
it issues. Let's add another issue: arbitration. They have re-
lied on a purely iuternal Soviet arbitration system, and
would like to continue with that. We would find it very
hard to buy that idea. Then there is the whole issue of
copyrizhts and patents. How are our people’s intellectual
properties to be protected? And then we must complete
negotiations on a maritime agreement if trade is really to
expand--access tu ports, for example, is vital.

1 would say that, by itself, any one of those half-dozen
issues is a serious subject worthy of real negotiation. And 1
am telling vou also that even if we lhad no political problems

with the Soviets, we would stiill have some serious and even

tough negotiations.

“WE CAN SUCCEED" ON AN ACCORD—

Q And yet you think that a comprehensive trade ageze-
ment will be reached by the end of this year—

A I'm optimistic. Let me tell vou why:

This was only the first meeting of this Joint Commission
[on trade with Russial. We made a fair amount of progress
during the 10 days we were in Moscow. They are going to
be coming over here in a few weeks, and we've got work
groups en each of these issues. The Russians are coming with
revised drafts, and we're preparing new drafts. It didn’t
surprise the Russians that we liked our ideas better than we
like theirs, and it didn’t surprisé us that they preferred their
ideas. . :
But- 1 think I detect a spirit and desire to move. We can
succeed if we will just give ourselves a few months and not
put ourselves in the position where the absence of un instant
deal will be then interpreted as faiture. I we were looking
for a quick cosmetic deal, we could have that now.

As far as I'm concerned, we should take the time to nc-
gotiate a comprcheasive agreement—let me underiine that;

(continued on next page)
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In Moscow: first meeting of the Joint Commission.

“Qur target is to have the terms of a trade agreement ne-
gotiated by the end of this year,”” says Secretary Peterson.

WHAT U. S. WANTS) FROM RUSSIA
[inter\;igw continued from preceding page]

a comprehensive agreement—that we think we can live with
for years. If we run away from some of those problems today,
are the problems going to go away tomorrow? Of course not.
All we will do is postpone facing the problems. In a few
years what scemed like an instant success could tum out to
be a piecemeal failure.

Q Are the Russians more eager to trade with us th:m we
are with them?

A Tt depends upon what time frame you're ta'ﬂ\mg about,
and what products vou're talking about.

We were very happy to sign the grain agreement, for ex-
ample, and, like all good deals, this is one in which both
sides benefit. The Soviets have set up a public goal of in-
creasing meat consumption by one third by 1973, \While
they have vast agricultural territories, they have {ar less land
that is suitable for certain feed grains—com, for example—
which take the right combination of hot weather and con-
siderable rainfall. Thev have got a situation in which the
hottest areas tend to be quite arid and the coldest areas
tend to be quite moist. They don’t have cnough of the fa-
vorable growing conditions we have in our Midwestern
States, for examplc.

If we look at other products, I think they have a very
strong-desire to import advanced Amecrican industrial prod-
ucts, They are very much interested in improving produc-
tivity in manufacturing.

While the Sovict Union has industrial output that sur-
prises some people—it’s about two thivds of the output of
the United States—they also have a substantially larger num-
ber of people in the labor force. It may surprise you to know
that with 18 per cent more people, they have a 43 per cent
larger abor force.

We talk about women’s liberation in this country. In this
regard, it’s interesting to note that 1 out of 2 in Nussia’s
work force is a woman, compared to only l out of 3 in the
United States.

What 1 am saving is that one of the main reasons Soviet
industrial pxwlndmn is high is the Soviet Union'’s very large
labor force. But il you ook at indistrial-labor p.ndll(tmt),
their current productivity is ouly about -0 per cent of ours,
in spite of tremendous capital investments which have ex-
ceeded our own in recent vears.

There is all sorts of “evidence they .uc ‘putting higher
priority_on improving the standard of living of their p(‘oplc.
Even in their kind of socicty, they have a kind of consumer-
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ism. You know, people are pretty much the same every-

where: The more they have, the more they waat, and the
more they want, the more they th And all this requires
more productivity.

They are building now, for example, a very large truck
plant. They want the latest automated techniques for mak-

- ing trucks efficiently—machine tools with numerical controls,

automated machinery for improving assembly, and so on.

It’s kind of interesting to hear the number of times they
say: “We want the latest, and we want the best. And we
know the United States does bctter than umbodv in some
of these manufacturing operations.”

* Q What other arcas of trade interest the Russians?

- A The other major area involves manufacturing equip-
ment to do spcciﬁc jobs. For example, the United States
does quite well in drilling equipment and has sophisticated
techniques for oil-and-gas explopation. Wzre amoug the
world’s leaders in this field. We're very good at computers,
and there are certain kinds of computers that they wish to
buy from us.

But let me say that one thing that we have consisteutly
made clear to the Russians is that we are not going to bar-
gain away this nation’s security simply to sce our trade

_statistics improve.

One thing that is simply nonnegotiable is our s .-called
export-control list, where, for inational-security reasons, we
decide what it is we want to sell and what we dor’t want
to sell. So, we are willing to allow trade in certain hinds of
computers that we arc satisfied are available elsewhere any-
way,.and which do not have specific military applications.

But aside from the export-control list, there are a large
number of products that thev would like to buy flcm us—
mostly machinery, like road-building equipment, to take
another example.

W‘HERE THERE IS CAUSE FOR CONCERN—

Q What do the Russians hope to sell to us? What i it we
want from them? i

A Some people in this country are concemcd aboat a
flood of imports from the Soviet Union into the United States.
I spent several hours going through their stores and looking at
the prices and the products, and V'l tell you something--I'm
more concermed about a drought, at least for the near future.
Why do I say concerned? Because if we want a viable com-
mercial relationship, we must remember that over any period
of time what a.country can buy is related to what they can
sell. Thus, the biggest cln]le‘ngc we may face in our relation-
ship is how to attract Sovict exporls to this country.

Let’s take consumer goods..Except for vodka and a few
specialty and handicraft items, I don’t sce much there.

Let me take a specific consumer-goods example. T used
to be in the camera business before coming to the Guvern-
ment. So I spent some time looking in detail at the prices
and features of Russian cameras. I think it is fair to say that
the features that they are now putting on movie cameras’
are those that were popular in the United States at least 10
years ago. The prices are substantially higher than the prices
here. For example, T saw scveral very lngc 1 would have
to say, bulky camcras—and - you know how Awmericans are
going for miniaturized-type cameras—selling for from 275 to

- 323 rubles, which at current official exchanze rates wonld be

roughly $330 to $3490. 1 would guess that those cameras just
wouldn't sell at all in this country, not just becanse of price,
because they weren't even automatic-exposure cameras—and
virtually all of our cameras arce automatic.

As far as machinery is concerned, if vou study Sovict
trade in machinery with all the Western European countries
aud Jupan, voull find that, the Soviet Unien typiciily ?}l—
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ports 10, 20, 30 times as much machinery from these coun-
tries as they export to them.

Now, there are some ficlds where I think thev're justi-

fiably ‘proud. They do very well in power-generating and
electrical-transmission equipment of various kinds. I'm sure
they can sell some of that here. Some American utilities are

" mow looking at thatequipment.

But I think in many ways the most natural fit between our

two countries is in the natural-resource area. We have his-
torically ‘spent our own energy and raw-material resources
like drunken sailors, and we can now beg,m to feel the hole
in the bottom of our pockets.
*  Mr. Brezhnev said something like this to me in our long
and interesting visit in Crimea: “We have vast treasures of
energy and raw materials that can last for gencrations to
come, and we have decided at the highest level that we are
going to make those available, that we are w x]lmg to share
them with you.” :

“ENORMOUS SUMS WOULD BE INVOLVED"—

There are, however, some questions that have to be an-
swered. Enormous projects and sums would be involved. I
would like to see some impertant private-sector money in-
volved, other than just Government-supported credits. Let
me put it in perspective:

At the present time, our largest Export-Import Bank debtor

- country has something over a billion dollars™ worth of loans
outstanding. We identified two gas projects alone in the So-
viet Union—just two of them—that could easily involve
more than 3 billion dollars, and that’s just the cost of out-
side-capital investment to bring the gas out—drilling equip-
ment, pipelines and liquefaction plants. That doesn't include
lIabor costs in Russia. On top of that,.you need to have huge
LNG [liquefied natural gas] tankers which cost between 80
and 100 million dollars apicce, depending on the type of
vessel and the number crdered.

So these are forinidable projects. But I feel that this is
the area of largest promise, because we're going to need a
good deal more energy in the U. S., and the Soviet Union has
vast reserves. Theyv also have large deposits of raw materials,
such as copper, chromium, iron ore, bauxite and the like.

Platinum is a possible candidate for big trade. Unless
somebody substitutes, we're going to need up to something
like 200 million dollars a year worth of p].xtinum by 1975
for anthollutxon catalytic auto devices. Russia is one of the
two major producers of platinum, Chrysler, General Motors,
Ford have all told us they are interested in getting access to
Russian platinum.

The Soviet Union also has enormous resources of timber.

So if I were to estimute where the big volume of exports
from them to us is going to be, I would say it’s in the
energy and raw-material field.

Q Not long before vou arrived in Moscow, Dr. Armand

- Hammer, of Occidental Petroleum Corporation, concluded an
agreement with the Russians. You were quoted as saying that
this could not be considered a commercial agreement, What
did you mean by that? : .

A Ihope I didn't say that. :

Q That's the way it was reported hcrc in the U S.—

A The question that was asked me was: Had Occidental
signed specific commercial deals? Aud 1 said it was my un-
derstanding that they had not yet signed any specific deals,
but that this was really what you might “call 1 commercial
and technical co-operation agrecient, in which they have
agreed to Jook into several areas.

They have agreed to look inte gas. They have agreed to
look inte waste treatiment, They have agreed to look into

fertilizers. They are looking at something else that 1 think is
. noL .
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very important, which is building an international-tvpe trade
center that would-have office facilities and ‘hotels and pavil-
ions to meet the business-facility needs I described earlier.

I.can’t give vou a timetable on when they're going to
conclude any specific contracts. But I would like to make the
distinction between a co- operation agreement, which essen-
tially confirms the fact that the Soviet Union is interested in
working with a company, and what I would call an actual
commercial deal. That was the distinetion I was making.

Q. Can you tell us how the QOccidental agreement might
fit into this framework for trade that you are trying to sct
up? . )
A Surely. For example, they’re talking about a potential
fertilizer deal in which Occidental would supply phosphates.
The Russians, in turn, would supply petrochemicals. There
would be a manufacturing plant, and Occidental would get

paid for its raw material and its investment in specified
amounts of the finished product that came out of that plant—
in this case urea and ammonia.

It is what vou might call a coproduchon barter arrange-
ment, in which the transactions are in goods or in kind. Un-
der those circumstances, as long as the company is satisfied
on such issues as arbitration, patents and the like, and it
doesn’t need U.S. credit, we in the Government don’t need
to be involved.

Now, let us assume on the gas deal, which is another one
they’re talkirg about, that Occidental couldn’t handle the
ﬁnammg through sources outside the U. S. Government. Then
the U. S. Government could get involved if it becomes neces-

sary to provide Eximbank crcdlt and the Eximbank de-

cides it makes sense.

RUSSIA'S “CRITICAL” NEED FOR TRUCKS—

Q What about that truck plant you mentioned earlier?
What is involved in that?

A Tt is called the Kama River truck plant, and is one of
the most immediate projects, I would think, in which our
two countries would be involved. One of the critical prob-

transporcationi.

“lems in the Saviet Union is the shortage of trucks and other

We traveled extensively in Moscow. We traveled around

Leningrad a fair amount. And we were down in the Crimea.
In the course of that, we were on a lot of highwavs. One of
the things that impresses an American layman is that vou
just don’t see many large American-type tractor-trailer trucks.
The tmcks you do sec tend to be comldcmbly smaller and
older.

The Russians apparently feel that Amcncan companies
can help them a great deal with this pro;cct -

Q What companies are involved?

A The largest contractor there, I believe, is Swindell-
Dressler, which is providing a kind of over-all engineering
capability on the foundry. It is onc of the- few American
companies that has been accredited in Russia—which means
they get at least some business and living facilities and uc-
cess to communication facilities, and so forth.

\While the Russians were here, they visited some of the
Amcrican gear plants and machine toolmakers that are
identified with the Kama River project. .

Q At one time, the Ford Motor Company was reported
to be helping to build that foundry. Is it playing an aclive
role now?

A No. Ford had been negotiating with the Russians,
but that fell through. It didn't really have support of the
U. S. Government at that time. We were asked in the course
of our visit, "Why is it now you're willing to consider this
project and you weren't some time ago?”

(coiitinued on next page) ‘-
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Mr. Peterson at Soviet trade show.

Russia has ‘‘a very strong d'esire to import advanced
American industrial products,” the Secretary says.

WHAT U.S. WANTS FRCM RUSSIA
[interview continued from preceding page)

The answer is that progress on economics—in our view, at
least—is related to progress on the political front. President
Nixon’s view consistently has been that he wanted to see
improvement in the political environment before he was will-
ing to move on the economic front. He believes that the major
progress made at the summit on some of these political issues
does usher in a new eru of commercial relationships.

Q Could the plant enable Russia to make more military
trucks, some of which could go to Vietnam? .

A The evidence that we have is that the usage out of this
truck plant will be for peaceful purposes—by and large, for
agriculture where. some feel, the shortage of trucks is one
factor that expliins why agricultural productivity in the
Soviet Union is only about 11 per cent of that in this coun-
try. Also, on this question of security, we have to take into ac-
count what their alternatives are. e aren’t the ouly people
who build good trucks, you know.

Let’s talk about how all this might look to the Soviet
leaders. They have followed a policy of self-sufficiency for

- many years. They apparently waunted an industrial base that

would assure them that, under almost any conceivable se-
curity circumstance, they would be able to function. They
must now feel they have that kiud of base, and can now
turn moré to consumer goods for their people.

I say that when vou are in an era of nuclear parity, as
we are at the preseut time, increased commerce in the right
political environment can actually be a weapon for peace. If
the Russians divert resources into the consumption side of
their cconomy, which has been scriously lagging, there will
-be less available to be put on the military side.

A case can be made for the fuct that whatever stimulates
Sovict consumption of meat, whatever stimulates civilian
truck and automobile production and things of that sort,
benefits both countries not only economically but even po-
litically snd militarily, .

As an cexample, the Italian automobile company. Fiat,
has put an cnormous plnt in the Soviet Union, which now
produces about 6 per cent as many cars as we do in the UL S,
One day 1 was talking to an able voung man who seemed
very exhilarated about something. 1 asked him-why he was so
pleased, and he said that he had just received word that he
was going to get an antomobile. :

1 said, "What kind of a new car are you going to get?” He

. CIA-RDP08S01350R000100100003-3 ~ *

answered that it wasn't a new car, but a used car. Then he
started talking about how this automobile was going to
change his whole way of living. He was planaing to take his
family and his mother to Crimea on a vacation, and do all
the things that we Americans just take for granted.

Let’s multiply this one car by millions of people and many
other products.

As long as we are confident that our security in real terms
is being protected, I think more consumption in the Soviet

- Union can be good for both them and us.

G How much actual trade do you expect to see by 1975
between the U. S. and Russia?

A In 1971, we did a total of about 200 million dollars
both ways. That compares to about 5.5 billion dollars the
Russians did with Western industrialized countries. So our
share was only about 4 per cent as much as they did with
other free-world countries—Western Europe, Japan, Canada.
Japan and Gennany, for example, each do about four times
as much as we do.

Where do we go from 200 millions? I would guess that

really large imports from the Soviet Union will have to wait
until these row-material deals actually start producing gas,
oil, platinum, chromium~that whole list of projects 1 men-
tioned earlier. Some of those are pretty long-term—that is,
they will tak:: several yéurs of prospecting, drilling, mining
and so on before the product comes on the market.

In terms of cxports from the United States to Russia, a
couple of things are going to affect those. Because the Soviet
Union obviously needs foreign exchange, the level of exports
is going to depend to a fair degree on the amount of credit
that we make available to them—Ex-Im credit. I should say,
incidentally, chat they have been very reliable pay&rs of
their export debt. A leading German industrialist says of the
Russians: “Theyv're very tough negotiators, but they pay on
time.”

I could see by 1973—particularly with these large grain
deals—that oar trade with Russia will have increased sub-
stantially. Bur I think it will still be measured in hundreds
of millions of dollars, rather than billions. .

Q Might it risc into billions in the 1950s?

A It depends very much on whether these large energy
and raw-material deals go through. We're going to move vig-
orously to explore those possibilities, because we clearly have
vast energy needs, and now we've got to find out which
of these projects are economically and technically feasible.

Incidentally, to give vou an idea of the magnitude of
those projects, theyre talking "about pipelines 4§ inches or
more in diameter. And they’re not only talking about perma-
frost conditions in Siberia, thevre talking about pipelities
that might run 3,000 to 4,000 miles.

A LINK TO VIETNAM? “MYTH"—

Q Is cxpansion of trade with the Russians dependent on

their help in ending the war in Vietnam? .

A From reading the newspapers, 1 guess this is one of
those tantalizing speculations that keep journalists occupied
annd busy. T can tell vou it has no basis in fact, that at no
time in 11 days there—including a three-hour conversation
with Mr. Brezhnev—did Vietnam even come up. And one of
the nivths that T am glad to have this opportunity to dispel
is that we are somchow trading off American export credit
for a solution to the Vietnam problem.

Of course, the American public and congressional reaction
to expanded U. S.-Sovict trade will be related to the over-ail
political environment. But these newspaper reports divectly

- Jinking these commercial negotiations to Vietnam are simply

unwarranted, patently untrue, and, if I may be frank about
it, net very ruspousible, [END]
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By RICHARD BASOCO

Maritime Editor of Tie Sun

ERs

Wahineton.

Long. drawn-ou; negotiaticns Hetween
the United States and the Soviet Union
concerning a major bilateral shipping
agreement will Ekeiy be concluded next
nonth, a top Commerce Depariment
official predicted vesterday. '

“There are no major problems stand--

ing in the way.” the efficial said. “Tha

agreement should he signed sometime in -

Seut(\mber ”

The ontimistic forecast seemed to go -

'\‘

considerably
L.I"‘\‘ :xn Krppodupe o6 (0= e
the governmen:s chiei i R
the Russians, has cene thus f
public remarks.
pressed hope that trade and s
agreements can he reachod by the nrd
of the year while suggesting severnl
pr ob.cmx—'xw}u':..; pmrwnt bv the

Russians of their lend-icase deht from

World War It—are still unresolved.
‘Would clear grain

Seltlement of the shipping acrcement
would clear the way for movemont of

millions of dollars vorth of grain to the -

-Soviet Union.

In the past 10 ‘days, a furer was -
creafed in some sectors of maritime |
Jabor by reports that three Soviet ships |
were <chmiu cd to begin loading soy-
beans in Chicazo lost week bofor ¢ any -

hilateral shipping
finally settled.
Maritime Iabor had abandonod its op-

arirangenicnis were

position to grain trade with the I\'Mlans,
under assurances from the government
that American ships would participate in.
te years - !

the movements tiroughout
.ahead.
doscph Currar, president the 3

the government voas backing out of the
agreament by lefiing e Soviet shipg

carry the sn\houn cargo while .\m\man .

s’nps remain idle.

.
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‘moving the 160.000 tons of
'purcha\ed bv the Russians,

further than Pz _or 03 D
f.;, and-,

s Wil

s in )
ir. Peterzon !1:‘.5 Cx--
s

v -

National
Maritime  Union, angrily chareed that 7

B. \LTl\l()l\L

" “Figment ofxmng Jtlnn

‘But Andrew E. Gibson, assistant see-
retary of commerce for international

and domestic busi iness, a key fivure in

serrebody s ime
The s‘nps d
last Thursdav as Edward Coon, presi-
dent of a \'emohlQ Tenn., grain com-
pan} had said thev would 19 davs ago,
and Mr. Gibson mdlcatcd tiiev.w uullnot
until the shippirg agreement is signad.
Mr. beson llat.v refused to discuss
the sovbean deal or the bilateral ship-
ping negotiations, but said that the
dispute nad been prompted by the fact
that Mr. Cook. while anxinus to bezin

nation.’

fully aware of the problems.”

Hz added cnyt'call\
into  something that won't
again.” He declined to elaborate.
ping agreement will provide that about
one-third of me grain purchases will be
carried by Scviet ships with another

-third m oxmﬂ in American vessels with

some form o‘ supdort by the govern-
ment. The remainder would be carr'sd
by third fla" ships.

“the Soviet negotiations, at the weckend
- termed the reported preparations o load .
Soviet ships at this tmc ‘a figment of

¢ not arrive in Chicago

sovbeans -
“wasn't °

“He got conned
happen: -

It is generally believed that the ship-

,.-.
k
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The long-accepted scenario for the
development of U.S.-Soviet trade calls’

for the U.S. to exchange its broad-based”

technological expertise for Russia’s am-

- ple natural resources of gas, copper and

timber—a classic examnpie of commerce
between developed and underdevel-
oped countries. As it happens, however,
the Soviet Union is anything but a have-
not nation; and as the two countries sit
down to discuss practical business deals,

it is becoming readily apparent that the

Russians often have the teclinological
. 'superiority. ’

Last week, for instance, it was an-
nounced that Kaiser Aluminum & Chem-
ical Corp., one of the three birgest U.S.
aluminum refiners, had signed < license
agreement to usc a Russian casting proc-
ess that reduces the need to trim alumi-
num ingots before they are rolled into

sheets. Revnolds Metals later arnounced

that it had concluded a similar arrange-
ment with the Russians last December,
and two smaller U.S. companics said
they had bought Soviet liceuses to use a
system for extracting magnesium and a
cooling system for blast furnaces.
Commerce  Department  ofjicials  in
Washinglon say these deals =culd be
just the beginning. Russia has advanced
techniques in several areas that could
be uscful to U.S. industry. Among them:
metal refining and manufacturing; heavy
electrical transmission and hydroelectric
generation; gas turbine power plants and
forging and pressing—not to mention hy-
drofoil boats of the type that Communist
Party chief Leonid Brezhnev gave Presi-
dent Nixon on his trip to Russia last May.
Steven J.azarus, Depuly Assistant Secre-
tarv of Commcrcee, is not at ail surprised
by the two-way technological trading.
“In view of the heavy emphasis the So-
victs have placed on industrial rescarch
and development,” he says, “there are
simply bound to be many areas in which
they have achieved breakthroughs. You
just can’t make such investments and not
have discoveries.” :
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An ln!erv:ew with John P. Hardt

The Economic Story

Behind:the Nixon-Brezhnev Deten te

Peter G. Peterson, President Nixon’s energetic Secretary of Commerce,
has just returned from the Soyiet Union, his hands apparently empty
as far as a major irade pact is concerned. Is Russian trade merely the
stuff of headlines, destined to be forgotten tomorrow? For perspective
on this question, Forbes looked for a man who would be well-informed
and yet detached. Forbes’ James Flanigan found him in Dr. John P. Hardt,
the U.S. Congress’ senior specialist on the Soviet economy.

. Why now? Why has Russia dropped
its old economic aloofness?

HaroT: We are dealing with a lead-
ership that is still very conservative,
oriented to and rooted in the past.
And the past means keeping fureign-
ers out. The past means the Ircn Cur-
tain and the contro! system and self-
sufficiency. We're dealing with people
like Leonid Brezhnev who are Stalinist
in form and training, but arve appar-
ently acting in a way that Stalin him-
self never would have acted. The an-
swer in a general wav must be that,
as a professional politician, Brezhnev

senses a nced and, regardless of his .

inclinations, he's just going to have to
accommodate these changes. And I
think this is why technological change
and consumer interest have come to
the fore. '

What brought about the change?

Hanot: They are dedicated to meet-
ing their own felt needs. They have
given priority over many years to the
military scctor, and low priority to
changing techuology in their civilian
areas. Nikita Khrushchev clearly iden-
tified this. With the Seven-Year Plan
in 1959 they began Dbelatedly their
shift to the use of modern materials in
“industry, from coal to petroleum and
natural gas, from iron and steel to
high-test metals. But en route, they
accepted the requirements of strategic
-weapons expausion, after the Cuban

missile crisis in particular. As a result,

their modcrnization programs were
cut back, and in a country with
limited" resources and  enormous
military requirements this was a cost-
ly dec.ldc of deferment.

7hc Cuban missilc crisis pushed
the Russians inlo rcarmament?

HaroT: Yes, I think in historical per-
spective we Sovietologists are agreed
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that it was the [for them] political
disaster of the Cuban confrontation
that led Khrushchev and the party to
decide in late 1962 to redirect the re-
sources to a major strategic weapons
buildup. That took eight to ten years
to come to fruition...and here we
are. Now the question is whether or
not they’re going to meet their civilian

pl.ms or go on to military supcnonty

again.

Now, look at the trade prospects for
the Soviets, not only with the U.S. but
with all countries.

Energy—petroleum and natural gas
—is at the core of each of these pro-
grams. If they're to be successful in
the current ninth Five-Year Plan and
the tenth Five-Year Plan, theyre just
going to have to develop the West Si-
berian fields. Very rapidly—more rap-
idly than they have in the past. They're

" going to have to develop the means

for transportation and transmission
of that resource,
problem in terms of the location of
West Siberia. Also they must build
the industries to use the by-products,
the petrochemical plant and particu-
larly the refinery capacity. Now the

only way I see this being done accord-

ing to their imposed schedule, which
I think is a realistic one, is by mxhtar)-

type priorities. .

But according to statistics we see,
the Soviet Union allucates only 8% of
its gross national product to defense.
The U.S. allocates some 7%, so what
is the diffcrence in priorities?

HaroT: In terms of the proportion of
goods and services, those statistics are
quite accurate. But in terms of the

- opportunity costs and the hurden on

resources, they are understated. We
have a larger supply of resources, fa-
cilities and skilled people, so ihe
trade-ofls in our society are not so
But in the Soviet Union, we're
talking about high-test metals that

which is no small .

" can be used either to build petroleum

refineries or to develop a strategic

.. missile system. Developing the energy
- area demands resources of engineers,

construction facilities, high-quality
metals and so forth: These things may
not be highly valued in terns of the
Soviet price system, but they are cer-
tainly very scarce.

They talk of developing all their
new industry out in Siberia, the petro-
chemicals and aluminum smelting and
so on. Is this merely talk?

HarpT: Again, ih 1939,
bated whethér the
electric power should come from ex-
panded steam stations in European

they de-

increments for -

Russia or from-water power develop- °

ment in the East Siberian region
around Lake Baikal—Irkutsk, Bratsk

. and Krasnovarsk. The judgment was

made that they would go for the
heavy investment. You know the
Bratsk and Krasnoyarsk stations each
individually are about three times
Grand Coulee. And theyv are very fine
facilities, have an even flow thmugh-
out the year.

There is only one hitch. Thewdon't
have sufficient power consumers.
They don't have any load. Now they
planned back in 19539 to build the
load at the same time, but because of
military needs they did nct. I notice
in the current Five-Year Plan that
they are building many of the plants
scheduled to supply the load now.
But this is the Seventies, not the Six-
ties. So there has been excess power
in Siberia for a decade. Now that’s a
problem very much related to the cur-
rent West Siberian petroleum devel-
opment. Sure, they can develop petro-
chemical industries in West Siberia,
but it makes a great deal more sense
to do it in this decade than in the next
or the following decade.

So this raises the question of the
summit discussion. In other words, is
the backdrop to this eagerness for
trade and their concern about tech-
nology a concern that emanates from
a policy decision to reorder prioritics?
That remains a question, at least in
the publiccgrcna.

Certainly we've had false signals
and hopes in the past. But from
their problems, the colossal waste of
power in Sihcria, the need for pe-
troleum, the need for productivity in
their economy. surcly the Russians
will have to reorder their priorities
now. Surely they will hace to do some-
thing for the people.
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Sovietologist Hardt

Haror: They do seem serious in their
approach to increasing meat produc-
tion. They have entered into a three-
year agreement to import U.S. feed
grain, because they must not only in-
crease meat production for one vear

‘but build up the number and quality

of the herds. [This differs, of course,
from their purchase of U.S. wheat,
which is in response to a ecrisis and,
like their similar purchase in 1963,
is probably a one-shot affair.] But on
meat they have an awful long way to
go. Just how long was brought home
to me when I noticed that the meat
consumption goals in the current plan
—which are quite ambitious—would
not get them above the present levels
of East Europcan meat consumption
per capita. And remember the issuc of
meat, its price and availability, was
the match that lit the recent Polish
riots that toppled the Gomulka gov-
ernment, The Soviet Union had to
supply hard currency to buy meat in
the West to cool off that situation.

But the common understanding in
the West is that the East European
economics are advancing faster than

__ Approved For Release 2008/09/12 ; CIA-RDPO8S01350R000100100003:3 " .
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the Russian écanomy itself. Just who
is a drag on whom?

HaroT: ‘The cost of retaining their
Eastern European system is a burden

- of increasing concern to the Soviets.

In petroleum, for example, the Soviet
Union exported 47 million tons to
Eastern Europe last vear, whereas to
the whole non-Communist world they
exported 58 million "tons. Obviously
they can’t, but if the{ were to say “no
more oil” as.of tomorrow to East Ger-
many, Poland, Czc¢choslovakia and
Hungary: they would be able to sell
S50 million metric tons more petroleum
in the world market and gain hard
currency. Now, they also use their
hard currency to buy grain to supply
the East European countries. Much of

their grain imports fromn Canada go di-

rectly to Eastern Europe. The F.ussians
would like to reduce this economic
drain. In fact, they have suggested re-
cently to the.East Europeans that
they look elsewhere for raw materials
in the 1980s. In terms of petroleum,
this would obviously mean the Arab
countries.

Oun the other hand, the East Euro-
peans have to supply many of the bet-
ter and more marketable products of
their machine-building industry to
Russia, and thereby deprive them-
selves of access to West Euvropean
markets, in which they are very in-
terested. So neither side is happy with
this mutual exploitation.

In other words, it's not a case of
the Socict Union forcibly tying these
countries to itsclf? What about Czech-
oslovakia? '

Hanpt: I'm of the view that the So-
viets do not feel the Czech invasion
was a success. They did it at great po-
litical cost. For security reasons, the

. Soviet Union wants to kcep these

countrics tied as allies, but economic-
ally the cost has gone up substantially

and the Russians are quite concerned .

about it. Now the Eastern Europe na-
tions have been moving toward more
economic relationships with Western
Europe. I think it's reasonable to as-
sume that whatever the Squiets do
provides the parameters within which
the East Europeans can operate, 1f
the Russians develop joint ventures,
industrial cooperation, tourism and so
forth, then the East Europeans can go
almost as far. To the extent that we

. develop an increasing cconomic re-

* lationship with the Russians, we can ex-
pect to find more opportunitics for
business with Eastern Europe.

Where does the U.S. come into the
picture? Why not Japan and Western
Europe? Why all the hospitality to
President Nixon?

Harpr: There are several reasons.
One, there are areas in which the
Americans are clearly ahead. In the
area of management and computers,
we still do very well. In petroleum
technique, too, particularly our Alas-
kan North Slope technology. In spite
of -centuries of Russian experience
with permafrosts it is apparent they
need help irf building on it. Secondly,
the old leadership in Russia still thinks
of what is American as being the best.
The younger. people are recognizing
what we are concerned about, namely
that in a lot of technological areas
the U.S. is no longer the best. But we
can for some time ride on our reputa-
tion with the older leaders.

The third reason, I suspect, is po-
litical. They may feel they have some-
thing to gain from increasing their
trade relations with the U.S. Either
from an improvement in the climate
in the U.S. toward the Soviee Union
or because they are concerned over
our dealing with China.

The difficulties that have to be ne-
gotiated, as you say, boggie the mind.
There are problems that just do not
exist in US. dealings with other
countries—problems such as living in
the Savict economy, supplying the job
site and the problem, as you put it,
of “a one-to-one relationship between
an American engincer and a member
of the Soviet police.” Is Russia good
business at all? Do the difficultics ex-
ceed thie attractions?

Hanot: Certainly we're having more
difliculty .and costs in dealing with
many “other countries—talking of pe-
troleum, Iraq and Libya come to mind.
The difficultics do suggest that there
will have to be a close relationship be-
tween private enterprise and the U.S.
Government. And the rate of return
because of uncertainty of both price
and tenure will have to be fairly high,
otherwise it won’t pay off.

The real danger to our side is that
we must be careful about negotia-
tions, We tend to get an agreement
“in principle” and then assume that
all has been settled except the details.
That is not the way they work. There
is going to be a lot of hard bargaining
and we'll have to keep up our atten-
tion levels for a long time. Any short-
term successes will only be steps'in a
lone series of neootiations, ®

Approved For Release 2008/09/12 : CIA-RDP08S01350R000100100003-3



To Visit Chzcano

s Approved For Release 2008/09/12 CIA RDP08801350R000100100003 3

‘@m

AND COMMERCIAL

Show

Soviet Mission Du

Tn US This Weekend

By RICHAED LAWREN CF(:a

Jonrnal of commerce Staft

w:\Sku«.\iGTU;\. Auz, 30 —
An uaprecedented 110-member
Soviet trade mission is due to
rarrive this weekend in the
Uniled States, to begin wide-
ranging talks with U.S. ma-
chmery manufacturers.

Headed by Scviet Machine
Tool Minister A. I. Kestousov,
the team, including dezens of
specialists, will spend much of
its expected 3-week visit at the
biennia! machine tool shew in
Chicago, which gets urnder
way Tuesday.

An estimated 700 U.S. ma-
chirery and equipment com-
panies will be showing their
waree at the vhaw,

The mission includes G. G.
Ignatiev, a deputy chaimman
of Stankoimport, the Soviet
agency specifically charged b
with the imwport of machine
tools. Mr. Jgnatiev, it is un-
derstood, wis due to arrive in
New York today, as chief of a
smaller “advance” ftrade
group.

Foilowing his Chicago visit,

Minister Kostousev may come

to Washirgton,- to taik with
high government offictals. But
plans for this have yet been
firmed up, sources here say.
Sales Rise indicated
The missicn, by far the larg-
cst Soviet trade team sent to
the U.S., is regarded as ancih-
er signal that the United
States prebably can look 10 a
relatively sharp increase in its
sales to the U.S.S.R.
Mr. Kostousov, Mr. Tznatiev
" and their aides will get their
best survey to date of what
~American machine preducers
could make available to the
Soviet Union,

Discussions are expected to
center on the multibillion dol-
lar Kama River truck manu-
facturinz complex, under.con-
struction at a point about §CO
miles east of Moscow. But the
Soviets also are reported set
to line up purchases for a
string of tableware factories,
vesides explore possible deals
Jf plant and equipment in oth-
er manufacturing secvors.

The U.S.S.R .is considered
as a petentially major buver.
€ of the kind of machinery and
equipment used for the pro-
duction ¢of consumer goods.
Seme durables, such as auto-
matic washers, dryers and
freazers, the U.S. Commrnerce
Deoartment has reported, do
w0t seem to he mare at all in
the Soviet Union. The supply
of mood quaiity refrigerators
and furniture reportedly runs

behind demand.

The Soviets. aware that
their laher productivity is less
than haif that of the US. in
industry ard only about 10 per
cent of the American level in
farming. are vegarded as like-

Iy to znend heavily, too, on
t me-3 a\m: eqguipment.
Starti st year, U.S. ma-

chinevy sales to the U.S.S.R.
began to pick up. Averazing
ahout §36 mition the two pre-
vicus years, 1971 exports 1ose
te $34 inillion. The biggest
single rise came in gear cut-
tirg machincs, with shipmenis
reachiny $12 million.

Ancther geod zain  was
scered in materials handling
equipment, as exports topoed
$18 million, about $10 miliion
more than in 1970.

Meanwhile, the Commerce
Department, siowly relaxing
its controls on exporis to the
U.S.S.R., has over the last 12
months aporaved more than
$200 million in. machinery
shipments for the manufac

“ture of trucks, buses and cars,
in existing Soviet plants, be-
sides about $1.5 billion in ma-
chinery and equipment for the
projected Wama River proj-
ect.

Actual U.S. exports to the
Soviet Uniecn in the first seven
months of this vear reached
£186 mitlion, including both
farm and industrial goods. It
was more than double the ex-
port figure of a year earlier.

But that is only he start, of...

ficials here say. Once the U.S.

and the Soviet Union conclude

a comurehensive trade pact —

it is expected ‘o happen this”
U.S. begins:

fall. — and the
moving its recent big grains

sales to the Sovie‘s, American.

exports are likely to spurt fur-

Nixon Lifts

Hide Export

! AR
Controls
Twenty-Three Month

Renewal of Export

Control Law Signed
Journal of Comnmerce Stiuf

WASHINGTON, Aug. 39 --

President Nixon has sizned a
23-meonth

renewal of the ey
iaw, through June
SU. L ablt oat the same
time dropped contrels on the
export cf cattle hides. |
Undar the action, the admin-
istration also will be under
greater pressure- to relax
cuThs on ‘nonstrategic”
goods The rnew law requires
the conimerce secretary to
'ustxf\ early next year to Con-
_____ = the export contrals the
U.S.. but not othar nations.
piaces on over G0 products.
The new act further estab-
lishes, for the first time, a
White Heuse Council on Inter-
national Economic Policy
{CIEP), providing $1.4 miilion
for its fiscal 1973 operations.
Tha council has beuvn oper-
ating only by virtue of execu-
tive decroe since earty 1971
Congress, however, intands
to take ancther look at the top-
level inter-agency

policy |

eroup next year, before voting
further auvthorizations for it.
President Nixon is the CIEP
chairman, and the secretary
of state vice-chairman. The
council also includes the sec-
-retaries of defense, treasury,
commerce and labor, amecnz
other officials.
‘Basic Working Authority’
The export control law pro-
vides the President with his
basic workinz authority to
prevent ‘strategic’’ exports
. from entering unfriendly
hands and to restrict ship-
4nznts of goods in short do-
- inestic supply.

.. \While the bill was before

" Cengress, the Commerce De-
-partment announced that it
Witta curtail cattle hides ex-
ports, because ‘‘abnermally”
high foreign demand was fore-
inz up U.S. prices. Cemimerce,
“under shce industry pressure,
pianned to hoid hide exports
this vear t¢ 1971 levels.

But ecattle industry grouns

rsuaded Congress to vote a’
provision in effect rescinding
the hides controls. The new
law requires that the agricui-
ture sceretary approve any fu-
ture ‘‘short supply’ conirols
on farm products, including
hides, skins, fats and oils.

In any approvai, he has to
determine that domestic de-
mand exceeds demiestic sup-
ply. unless the contrels are for
reasons of naticnal security or
broad foreign paliqy purposes,

‘Highly Unlikely’

Cattle hide supplies well ex-
ceed U.S. neads, with much of
the production going [or ex-
port. It is viewed as hizhly un-
likely, for legal and petitical
reasons, -that the President
now would reimpose cattle
hides conirols under the new
law.

The new language also will
make it much more difficult
for the government to impose
future “short supply’’ curbs
on any farm commodity.

The Congress further or-
dered in the new act that the
Cemmerce Department set up
a series of advisory groups
with industry experts on a
commodity - by - commuodity
basis.
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